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NOTE. 

I GIVE  here,  what  I omitted  for  brevity’s  sake  from  my 
Corner  in  Gold,  a short  examination  of  that  Bullion  Report, 
from  which  our  monetary  standard  dates,  and  on  which  it 
was  to  a very  great  extent  founded.  A true  estimate  of  the 
real  nature  of  the  Report  and  its  framers  and  supporters  will, 
I think,  materially  contribute  to  the  right  appreciation  of  this 
whole  question, 

I seize  this  opportunity  of  saying,  by  the  way,  that  Mr. 
Macleod’s  opinions  on  Bimetallism,  recently  published,  are 
decisively  refuted  by  a very  high  monetary  authority — that  of 
Mr.  Macleod  himself.  His  essential  position,  in  his  Bimetallism, 
is  this  ; that  law  cannot  influence  the  value  of  silver.  But  his 
definition  of  value,  which  for  thirty  years  he  has  been  enforcing 
in  volume  after  volume,  is  that  value  is  exchange-power.  It 
follows,  that  to  increase  exchangeability  must  increase  value. 
Will  Mr.  Macleod  venture  to  maintain,  that  the  law  which 
confers  upon  a metal  its  position  as  money,  does  not  ipso  facto 
increase  its  exchangeability? 
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The  most  striking  feature  in  ‘Orthodox’  Political  Economy 
is  its  total  failure  to  understand  the  nature  and  function  of 
Money.  This  is  the  original  cause  of  the  Currency  Legislation 
of  this  century,  and  the  introduction  of  the  gold  standard. 

The  essence  of  the  economic  error  lies  in  the  fact,  that  the 
economists,  following  the  lead  of  Ricardo  and  J.  B.  Say,  all 
identify  buying  and  selling  with  barter.  Whereas  the  very  essence 
and  raison  d^etre  of  Money,  the  necessity  which  gave  it  its 
existence,  is  to  get  rid  of  Barter.  ‘ If  we  remember,’  says  Pro- 
fessor Ingram  {^Hist.  PoL  Peon,  p.  165),  ‘that  supply  is  demand^ 
that  commodities  are  purchasing  power^  &c.  If  we  remember 
that  black  is  white.  Why,  it  is  precisely  because  commodities 
are  not  purchasing  power,  that  Money  has  arisen.  As  Mr. 
Macleod  well  says,  the  introduction  of  Money  is  the  abolition 
of  exchange. 

Barter  is  the  exchange  of  like  for  like,  a particular  commodity 
for  a particular  commodity.  Buying  and  selling  is  the  exchange 
of  a universal  for  a particular;  a universal,  which,  just  because 
it  is  so,  gets  rid  of  the  inconveniences  of  barter.  The  essence 
of  Money  is,  that  it  is  not  a commodity.  It  would  not  be  Money 
if  it  were  a commodity.  Yet  the  most  persistent  and  everlast- 
ing dogmatic  assertion  of  all  the  economists  is  just  that  Money 
is  a commodity.  And  how  in  the  world,  starting  from  such 
a monstrous  error  of  principle,  such  a portentous  inversion  of 
the  fact,  could  they  possibly  attain  to  a solution  of  the  Currency 
Problem  ? 

Further,  as  society  goes  on  developing  and  growing  more 
complicated,  there  arises  precisely  the  same  need  for  improving 
upon  buying  and  sellings  as  there  was  for  improving  upon  barter. 
What  Money  was  to  the  barter  system,  that  Credit  is  to  the 
Money  system.  Credit  is  to  Money,  as  Money  to  Commodities. 
The  possibility  of  rapidly  interchanging  commodities  is,  under 
a system  of  barter,  practically  nil : the  introduction  of  Money 
raises  it  to  a high  power : the  introduction  of  Credit,  again,  to 
one  still  higher. 

In  a system  of  barter,  the  economic  dogma,  that  commodities 
are  purchased  with  commodities^  is  true.  Precisely  for  that 
reason,  it  is  altogether  untrue,  in  a system  of  buying  and  selling, 
a Money  system : still  more  untrue,  in  a Credit  system.  And 
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■ the  fact  that  Ricardo,  Say,  Mill,  and  their  followers  and  com- 

H nientators,  all  lay  down,  as  an  axiom  holding  of  our  world,  the 

H dogma  which  holds  only  of  a state  of  barter,  proves  to  de- 

monstration that  they  had  not  the  very  dimmest  conception  of 
the  mechanism  of  Wealth-creation,  or  the  nature  and  functions 
of  Money  and  Credit. 

In  a barter  system,  where  commodities  ‘ purchase  ’ com- 
modities, you  have  true  and  proper  exchange.  Introduce 
Money,  and  you  have  exchange  no  longer.  There  is,  now, 
a commodity  only  on  one  side,  in  one  term  of  the  relation.  m 

Aloney  is  not  the  instrument  of  exchange^  but  the  instrument 
oi  purchase,  the  vehicle  of  demand,  the  power  of  obtaining  a 
commodity  without  having  another:  it  is  universal  purchasing  . 

power.  This  is  exactly  what  commodities  are  not : their  power 
is  limited  and  particular. 

Therefore,  the  value  of  a thing  is  not  any  other  commodity 
for  which  it  will  exchange,  simply  because  it  will  not  exchange 
for  any  other  commodity.  Its  value  is  the  amount  of  Money 
which  can  be  got  for  it ; of  Money,  which  is  not  a commodity, 
but  the  means  of  obtaining  commodities,  and  which  therefore 
becomes  the  register  of  value.  The  amount  of  Money  you  can  ^ 

get  for  a thing  is,  commercially  speaking,  its  value.  Since, 
then,  this  is  so  ; and  nothing  but  Money  (or  the  promise  to  pay 
it,  i.e.  Credit)  will  avail  to  buy,  and  so  express  value : it  fol- 
lows, that  if  there  is  no  Money  to  buy  them,  whatever  the 
values  of  commodities  might  otherwise  have  been,  — might 
potentially  be, — they  will,  actually,  be  nil. 

Hence  it  is,  that  a dearth  of  Money  is  the  grreatest  conceiv- 
able evil  for  a commercial  and  industrial  community  j it  means 
commercial  stagnation ; no  demand  for  produce ; and  if  extreme,  ^ 

pauperisation  and  commercial  death.  Yet  in  exact  opposition 
to  this,  the  economists,  following  in  the  footsteps  of  Ricardo,  all 
maintained  that  the  amount  of  Money,  greater  or  less,  made  i 

no  difference  : half  was  as  good  as  the  whole. 

Having  premised  so  much,  by  way  of  introduction,  I come 
now  to  the  Bullion  Report. 

However  much  they  may  otherwise  differ,  economists  all 
agree  in  extolling  this  Bullion  Report:  nay,  they  feel  so  sure  of 
their  position,  in  this  instance,  that  they  commonly  allude  to  the 
party,  which  opposed  the  Report  in  its  own  day,  in  terms  of  the  ^ 
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most  extravagant  contempt.  Even  economists  who  think  Ricardo 
wrong  in  all  other  respects,  who  condemn  his  Rent  Theory,  his 
Value  Theory,  and  everything  else  about  him,  applaud  and  adopt 
his  Currency  Theories.  I will  give  instances.  Professor  Marshall 
says  {Princip.  of  Econ.  p.  59)  that  '‘as  long  as  they  were  well 
within  their  own  province,  their  work  was  excellent  ....  the 
‘ brilliant  school  of  deductive  reasoning  which  Ricardo  led  was 
‘ here  ’ {sc.  in  the  theory  of  money)  ‘ on  safe  ground^:  Professor 
Nicholson  speaks  of  'the  truths  which  were  announced  by  the 
'Bullion  Report  and  Lord  King,'  and  quotes  with  approval 
Bagehot  s remark,  that  the  opinions  of  the  Bank  Directors  who 
opposed  the  Report  have  become  ‘ almost  classical  by  their  non- 
' sense:  {Money,  pp.  8,  329.)  The  late  Professor  Rogers,  who 

condemn’s  Ricardo’s  Theory  of  Rent  as  'transparently  mis- 
chievous, says  notwithstanding,  that  ‘ on  money  and  banking,  on 
currency  questions  generally,  and  especially  on  the  most  abstruse  of 
‘ them,  Ricardo's  authority  is  of  the  highest  character.  Here  he 
" was  in  his  element:  {Econ.  Inter.  Hist.  p.  185.)  With  Mr. 
Gilfen,  the  Bullion  Report  is  an  article  of  faith,  and  Ricardo’s 
authority,  the  criterion  of  truth.  Ricardo  himself  was  so  per- 
suaded of  his  own  correctness,  that  he  says,  ‘ much  has  been 
written  on  currency,  that  of  those  who  have  given  their  attention  to 
such  subjects,  none  but  the  prejudiced  are  ignorant  of  its  true 
'principles.'  {Works,  p.  213.)  Even  Mr.  H.  D.  Macleod,  who 
attacks  tooth  and  nail  almost  every  other  doctrine  held  by 
Ricardo,  is  a red-hot  fanatical  champion  of  Ricardo  and  the 
Bullion  Report.  He  says,  ‘ the  grand  principles  of  the  Bullion 
Report  are  not  what  are  properly  termed  matters  of  opinion,  but  of 
demonstration,  'they  are  matters  of  pure  geometrical  demonstra- 
' tion  {Principles  of  Banking,  vol.  i.  p.  93.) 

^ Prof  Marshall  s opinion  of  Ricardo  is  worth  transcribing  as  a curiosity; 
'Ricardo's  strong  constructive  originality  is  a mark  of  the  highest  genius 
‘in  all  nations.'  Really,  when  it  comes  to  this:  when  we  see  a man, 
whose  whole  method  and  every  separate  conception  is  absurd : of  whom 
it  is  impossible  to  say,  whether  his  theory  of  value,  or  of  rent,  or  of  wages, 
or  of  profits,  or  of  taxes,  or  of  money,  is  the  more  curiously  and  ridiculously 
perverse  and  misbegotten;  when,  I say,  we  see  such  a man  extolled  as 

a great  constructive  genius,  it  is  time  to  abandon  one’s  species  and  go 
and  live  in  a tub. 

•>  Mr.  Macleod  is,  in  a sense,  perfectly  right.  The  position  of  the 
Bullion  Report  is,  mathematically,  a truism  ; unfortunately,  mathematics 
is  not  economics.  Two  and  two  are  four,  mathematically : but  not  always, 
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For  my  part,  when  I consider  all  this  and  similar  evidence,  I 
cease  to  wonder  at  the  reputations  of  Mill  and  Ricardo.  I can 
only  say,  with  Abelard,  st  omnes  patres  sic,  ast  ego  non  sic.  The 
Bullion  Report  I know  and  can  prove  to  be  a mere  mass  of  mis- 
conception and  illegitimate  assumption.  And,  in  order  to  fore- 
stall the  charge  of  unfair  representation,  I will  take  all  my 
evidence  from  the  mouth  of  the  most  furious  champion  of  the 
Report — Mr.  H.  D.  Macleod : no  one  acquainted  with  his 
writings  is  ever  likely  to  accuse  him  of  underrating  its  framers. 


But  look,  for  one  moment,  before  dealing  with  the  Report,  at 
the  assumptions  on  which  Ricardo  avowedly  bases  all  his  reason- 
ing ; ‘ I assume  as  a fact  which  is  incontrovertible  that  all  com- 
‘ modities  would  rise  or  fall  in  price  in  proportion  to  the  increase 
‘ or  diminution  in  money.’  [That  an  increase  in  money,  instead 
of  raising  the  prices  of  existing  commodities,  might  call  for  and 
create  others,  never  entered  Ricardo’s  head.]  ‘ If  we  consent  to 
‘ give  coin  in  exchange  for  our  goods  it  must  be  from  choice,  not 
‘ necessity.  We  should  not  import  more  goods  than  we  export, 

‘ unless  we  had  a redundancy  of  money,  which  it  therefore  suits 
‘ us  to  make  part  of  our  exports.’  [This  ineffable  absurdity 
reposes  on  the  dogma,  refuted  above,  that  commodities  are 
purchased  with  commodities.]  ‘ Thus  the  specie  will  be  sent 
‘ abroad  to  discharge  a debt  only  when  it  is  superabundant,  only 
‘ when  it  is  the  cheapest  exportable  commodity.’ — ‘ Where  there 
‘ is  free  competition,  the  interest  of  the  individual  and  that  of 
‘ the  community  are  never  at  variance  ‘ A smaller  quantity  of 


in  life  and  economics.  The  half  is  less  than  the  whole,  mathematically  ; 
in  economics,  it  is  sometimes  more.  And  so  it  is,  hei'e  ; for  everyone  leaves 
out  of  consideration  the  one  thing  that  makes  all  the  difference  : and  this 
Bullion  Report,  which  seems  so  clearly  right,  is  in  reality,  absurd. 

* The  blindness  of  the  world  to  the  meaning  of  the  dogmas  which  it 
ignorantly  worships  is  simply  incredible.  Your  Liberal  holds  up  his  hands 
in  horror  at  Mandeville’s  theory,  that  private  vices  are  public  benefits,  while 
all  the  time  his  own  theory  of  unrestricted  competition  is  only  another  name 
for  the  same  thing  ! And  we  are  actually  bidden  to  fall  down  and  worship 
the  miserable  incapables  who,  in  their  profound  ignorance  of  what  they 
profess  to  understand,  actually  make  this  devilish  theory  the  basis  of  political 
economy.  The  truth  is,  that  Ricardo  was  destitute  of  every  fragment  of 
insight  into  the  nature  of  society  : and  his  writings  resemble  the  attempts 
of  a quack  to  cure  cholera  or  any  such  physiological  disease  by  mathematics. 
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‘ money  would  serve  the  purpose  of  u circulating  medium  as  well 
‘ as  a larger,’  ( Works,  pp.  269,  270,  264,  &c.) 

That  any  man  should  think,  and  write  down,  and  ponder  over, 
and  publish  to  the  world,  such  palpable  absurdities,  marvellous 
as  it  is,  is  nevertheless  not  by  any  means  the  most  wonderful 
thing  in  this  matter.  The  really  inexplicable  wonder  is,  how 
such  a perfect  mass  of  nonsense  should  pass  with  the  world  as 
masterly  analysis,  and  acquire  for  Ricardo  the  reputation  of  a 
‘ genius  of  the  highest  order  I And  can  we  suppose  that  such 
a man  as  this,  starting  from  such  assumptions,  could  ever  arrive 
at  truth  in  matters  financial  ? Is  the  authority  of  a man  who 
cannot  pen  twenty  consecutive  lines  on  any  subject  without 
making  a perfect  mess  of  it,  to  hold  the  world  chained  to  his 
miserable  misconceptions,  and  stand  for  ever  as  security  for  die 
Bullion  Report  1 Why,  the  reputation  of  Ricardo  is  the  stultifi- 
cation of  the  human  species. 

But  now  for  the  Report. 

The  Bullion  Report  reposes  throughout— its  conclusions  are 
based  entirely— upon  two  assumptions : two  assumptions  so  mani- 
festly in  antagonism  to  the  facts,  that  it  is  perfectly  incompre- 
hensible to  me  how  any  one  should  possibly  overlook  them 
in  reviewing  it.  These  are  I.  That  gold,  during  the  period 
in  question,  was  the  standard.  II.  That  all  prices  had  risen. 

If  these  two  assumptions  were  not  true,  the  whole  Report 

was  an  ignoratio  elenchi. 

I.  The  Bullion  Report  was  professedly  founded  upon  the 
evidence  supplied  by  an  elaborate  commission  of  enquiry,  which 
preceded  it : yet  if  set  that  evidence  utterly  at  nought  in  its 
conclusions,  and  substituted,  more  economico,  assumptions  of  its 

own.  ^ , ..  , 

With  respect  to  the  high  price  of  gold  ^ ‘ most  of  the  witnesses, 

as  Mr.  Macleod  admits,  ‘ ascribed  it  entirely  to  the  alleged 
‘ scarcity  of  the  article,  arising  from  an  unusual  demand  for 

« The  title  of  Ricardo’s  first  tract  on  the  subject  is  ‘ the  High  Price  of 
‘ Gold,  a proof  of  the  depreciation  of  Bank  Notes, 


\ 
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‘ it,  chiefly  for  the  use  of  the  French  armies,  increased  by  that 
‘ state  of  alarm  which  leads  to  hoarding  e.’ 

Most  of  the  witnesses^  observe,  give  evidence  which  is  simple, 
satisfactory,  convincing,  and  in  entire  harmony  with  the  con- 
comitant variations  of  the  war  demands  and  the  price  of  gold. 
Now,  what  does  the  Report  say  ? 

‘ The  Committee  was  of  opinion  that  in  a sound  state  of 
‘ the  British  Currency,  the  foundation  of  which  is  gold,  no  in- 
‘ creased  demand  for  gold  whatever,  or  from  whatever  causes 
‘ arising,  could  possibly  produce  here,  for  any  length  of  time, 

‘ a material  rise  in  the  price  of  gold.’ 

Mark  how  the  Report  puffs  away  the  evidence  with  a dogma. 
See  how  it  assumes,  what  was  not  the  fact,  that  gold  was,  during 
the  period  in  question,  the  foundation  of  the  currency.  They 
say  again  ‘ in  this  country,  gold  is  itself  the  measure  of  all  ex- 
‘ changeable  value,  and  all  commodities  are  said  to  be  dear 
‘ or  cheap,  according  as  more  or  less  gold  is  given  for  them.’ 

Now  this,  the  first  assumption,  is  a distinct  issue  of  fact, 
and  the  question  is  easy  of  solution  accordingly.  Is  it,  or  is 
it  not,  true  ? If  not,  the  whole  position  of  the  Report  is  annihi- 
lated. Because,  if  the  money  of  England  at  the  time  in  question 
was  not  gold,  but  paper,  the  argument  of  the  Report  is  nonsense. 
If  gold  was,  not  the  standard,  but  a mere  commodity,  its  value 
could  rise  or  fall  in  times  of  notes,  like  any  other  commodity, 
without  thereby  necessarily  indicating  the  depreciation  of  the  noteK 
Now,  the  fact  is, — and  it  is  a fact  altogether  beyond  ques- 
tion,— that  during  that  period  gold  was  not  the  standard.  It 
is  only  since  1819  that  gold  has  been  the  standard.  And  it 
is  impossible  to  account  for  the  astonishing  assumption  of  the 
Reporters,  on  any  other  hypothesis,  than  that  they  deliberately 
assumed,  for  ends  of  their  own,  what  they  knew  very  well  to 
be  false.  For  how  was  it  possible  for  any  human  being — much 
less  a Committee  of  intelligent  men — to  be  ignorant  of  the  fact  ? 
Gold  was  made  the  standard  by  the  Bill  of  1819,  based  on  this 
Report.  Who  could  possibly  have  been  ignorant  of  the  fact, 
that  when  Pitt,  in  his  extremity,  was  obliged  in  1797  to  stop 

* See  the  analysis  of  the  Report  in  Mr.  Macleod’s  Dictionary  of  Political 
Economyy  article  Bullion  Report, 

' Moreover,— though  it  is  a point  which  I do  not  emphasize  here,  for 
I have  laid  stress  on  it  elsewhere, — before  the  stoppage  of  cash  payments, 
it  was  not  gold,  hnt  £vld  and  silver  j that  formed  the  standard. 


:ash  payments,  and  enact  that  the  Bank  ‘ for  the  public  service, 
should  discontinue  its  payments  in  cash  ^ ; when,  that  is  to  say, 
there  was  imminent  danger  of  a collapse  of  public  credit  and 
in  era  of  Assignats  ; at  that  moment  all  the  most  eminent  men 
in  England,  Peers,  Bishops,  and  Commoners,  including  Pitt 
himself,  came  forward  and  pledged  themselves,  by  declarations 
published  in  the  papers,  to  accept  paper  as  money,  on  its  own 
basis,  in  full  payment  s ; which  patriotic  example  gave  to  the 
paper  notes  full  credit,  currency,  and  security ; though  every- 
body knew  perfectly  well  that  no  gold  w^as  forthcoming.  The 
English  nation,  through  the  mouths  of  its  leading  men,  publicly 
accepted,  and  so  established,  paper  currency.  Paper  replaced 
the  gold  entirely,  and  no  one  felt  the  slightest  desire  for  gold 
rather  than  paper,  till  the  Bullion  Reporters  spoiled  all. 
Mr.  Macleod  himself  admits  that  ‘ the  people  were  perfectly 
‘contented  with  the  notes,*  even  at  the  time  when  they  were 
just  going  to  be  abolished.  They  had  become  used  to  them 
in  England,  as  they  now  are  in  Scotland.  The  notes  were  not 
at  that  time  the  shadow  of  gold  any  longer : they  were  them- 
selves the  money ; the  note,  not  the  money,  was  the  standard. 

The  point  lies  here.  The  argument  of  the  Bullion  Reporters 
is,  that  the  Bank  Note  was  depreciated,  because  it  would  not 
buy  so  much  gold  as  it  did  before.  A ;^i  note  would  not 
any  longer  buy  ;^i  in  gold.  And  this  is  what  Mr.  Macleod 
means,  when  he  says,  that  the  truth  of  the  Bullion  Report  is 
geometrically  demonstrable.  But  he  has  overlooked  and  left 
out  of  account  just  the  thing  that  makes  all  the  difference. 
If  the  gold  is  the  standard^  then  what  he  says  is  true : then^  if 
a ;^i  note  will  not  buy  so  much  gold,  the  note  is  depreciated. 
Any  fool  can  see  that.  But  it  does  not  follow  that  to  oppose 
the  Report  is  to  deny  that.  Because,  if  gold  was  not  the  standard^ 
but  a commodity,  it  might  have  risen,  as  such,  in  value  ; and 
that  is  precisely  what  was  the  fact  The  assumption  of  the 
Bullion  Reporters  begs  the  whole  question,  and  it  is  the  reverse 
of  the  fact.  Nothing  is  easier  to  see  than  their  point:  mathe- 


p See  Appendix. 

^ Some  of  the  witnesses  actually  said  so  : e.g.  the  Deputy  Governor  of 
the  Bank  of  England  said  : ‘jl  do  not  conceive  gold  to  be  a fairer  standard 
‘ for  Bank  of  England  notes  than  indigo  or  broadcloth ; * i.e.  the  relation 
between  gold  and  the  note  was  merely  the  relation  between  a commodity  and 
money,  because  gold  was  not  the  standard. 
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matically,  they  were  right:  but  unfortunately,  in  spite  of 
Mr.  Macleod  and  other  modern  economists,  mathematics  is 
NOT  ECONOMICS.  The  economic  point  lies  in  the  conditional 
assumption,  viz.,  that  gold  was  the  standard,  which  was  false. 
Gold  was  not  the  English  standard,  during  the  war  with  Napoleon. 

The  point,  I say,  is  here  : and  the  Bullion  Reporters  assumed 
what  was  false,  in  order  to  found  their  case.  They  saw  per- 
fectly well  that,  if  gold  was  not  the  standard,  they  had  no  case. 
They  therefore  assumed,  without  ceremony,  that  it  was.  They 
asserted  that  the  note  was  and  must  be  depreciated,  because  the 
price  of  gold,  estimated  in  notes,  had  risen.  It  might  just  as 
well  be  asserted  that  a gold  pound  is,  now,  depreciated,  because 
the  price  of  meat,  estimated  in  gold,  has  risen.  Gold  was  no 
more  the  standard,  then,  than  meat  is  now.  And  almost  all  the 
witnesses  attributed  the  rise  in  gold  to  its  true  causes.  But 
the  Report  paid  no  attention  to  their  evidence,  except  to 

disregard  it. 

The  thing  that  disguises  the  absurdity  of  the  assumption 
of  the  Reporters  from  modern  economists  is  the  fact  that  what, 
then,  was  a false  assumption,  has  since  then  become  the  fact. 
Now,  their  reasoning  applies,  but  then,  it  did  not.  ^ And  the 
fact  that  it  applies,  now,  is  precisely  the  proof  that  it  did  not 
a-PPiy>  ^819,  founded  on  their 

Report,  which  changed  the  monetary  condition  from  what  it 
was  to  what  it  is. 

The  wisdom  and  patriotism  of  the  gentlemen,  who  had  saved 
England,  by  coming  forward  freely  to  accept  paper  instead 
of  gold,  was  unfortunately  not  universal.  Their  action  had 
saved  Pitt  from  being  obliged  to  make  paper  pass  legally  for 
gold.  Paper  was,  in  fact,  Wit  ‘legal  tender,’  but  not  de  jure  : 
this  was  just  the  beauty  of  it.  But  this  made  it  possible  to 
break  up  the  system.  Accordingly,  when  Lord  King  and  others 
began  to  break  the  customary  and  practical  rule,  to  refuse  paper, 
and  insist  upon  being  paid  in  gold,  the  system  had  necessarily 
to  end.  Because,  as  gold  was  so  valuable,  everybody  else  would 
follow  their  lead  and  insist  upon  gold  too.  It  was,  therefore, 
with  good  reason  that  public  opinion  branded  Lord  King  as 
a traitor  who  preferred  his  private  interest  to  that  of  his  country. 
It  was  well  for  England,  that  when  cash  payments  were  originally 
suspended,  her  noblemen  and  commoners  did  not  act  like  Lord 
King  Had  they,  like  Lord  King,  instead  of  coming  forward 


13 

and  volunteering  to  accept  paper,  insisted  on  receiving  payment 
in  gold,  England  would  have  succumbed  to  Napoleon  *.  For 
Pitt  would  then  have  been  compelled,  either  to  abandon  his 
policy,  or  to  force  the  paper  on  the  public,  since  it  would  not 
freely  accept  it ; and  the  consequence  would  have  been  pre- 
cisely as  with  the  Assignats  in  France.  The  fact  that  they  were 
forced,  and  not  spontaneously  accepted,  would  have  speedily 
deprived  them  of  all  value ; (for  money  which  people  will  not 
take,  or  which  they  distrust,  is  worthless  : the  essence  of  money 
is  its  general  acceptability  :)  and  English  industry  and  commerce 
would  have  burst. 

The  Report  went  in  the  teeth  of  the  evidence  of  most  of  the 
witnesses,  who  saw  in  the  high  price  of  gold,  not  the  depreciation 
of  the  note,  but  a rise  in  the  value  of  the  metal,  due  to  sufficient 
causes  which  they  indicated.  But  it  is  very  curious,  now,  to 
notice,  that  in  the  case  of  the  one  witness  who  was  of  a different 
opinion,  and  who  was  a jewel  in  the  eyes  of  the  Bullion  Re- 
porters, because  he  also  traced  the  evil  to  the  state  of  the 
currency,  ‘ this  witness’  account,’  says  Mr.  Macleod,  ‘ was  en- 
‘ tirely  based  upon  the  principle  that  bullion  is  the  true  regulator 
‘both  of  the  value  of  a local  currency,  and  of  the  foreign 
‘ exchanges  : ’ based,  that  is  to  say,  like  the  Report,  not  upon 
the  facts,  but  a theory  as  to  what  the  facts  ought  to  be. 

II.  Such,  then,  is  the  first  cardinal  assumption  of  the  Bullion 
Reporters  : but  it  is  surpassed  in  effrontery,  if  not  in  importance, 
by  the  second. 

If  the  theory  of  the  Committee,  that  the  difference  between 
the  notes  and  the  gold  was  caused  by  the  depreciation  of  the 
note,  was  correct,  this  depreciation  of  the  note  must  obviously 
have  affected,  not  some  prices,  and  others  not,  but  all  equally. 
The  cause  being  universal,  so  must  the  effect  have  been. 

Just  therefore  as  they  had  assumed,  in  order  to  prove  the 

* Pitt  said,  speaking  on  the  Bill  for  extending  the  Bank  Restriction  on 
Nov.  23,  1797  : ‘ We  are  contending  against  an  enemy  whose  object  is 

‘ to  attack  the  credit  of  the  country,  and  to  embarrass  its  financial  operations. 

‘ It  is  necessary  to  meet  these  attacks  in  a manner  that  will  defeat  the 
‘ object  of  the  enemy.’ — Never  did  any  statesman  achieve  his  end  more 
effectually  than  Pitt  ; by  this  paper  money  he  placed  English  industry  and 
commerce  in  a position  of  independence  and  security.  But  if  the  Bullion 
Reporters  had  been  governing  England  instead  of  Pitt,  we  should  have 
had  a very  different  result. 
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depreciation  of  the  note,  that  gold  was  tne  slatidard ; so  now 
they  assume — an  assumption  necessary  to  make  their  theory 
hold — that  all  prices  had  risen. 

Now,  it  is  clear  that  this  is  a crucial  instance.  Because,  if  the 
notes  were  depreciated,  all  prices  must  have  risen.  But  if, 
on  the  contrary,  all  prices  had,  as  a matter  of  fact,  not  risen,  then 
the  notes  could  not  have  been  depreciated.  The  point  is  a 
common  logical  formula.  If  A is,  B is.  The  Bullion  Reporters 
assert,  that  A is.  They  are  therefore  necessarily  obliged  to 
assert  the  consequence — B is.  But  if  B was  not,  it  follows  with 
necessity  that  A was  not. 

Again,  therefore,  they  stand  or  fall,  by  a simple  question  of  fact. 

I ask  the  reader,  accordingly,  to  mark,  that  Mr.  Macleod, 
the  champion  of  the  Bulliofi  Reporters,  though  he  does  not 
perceive  the  fallacy  of  the  first  assumption,  has  himself  clearly 
and  irrefutably  demonstrated  the  fallacy  of  the  second.  He 
says : — 

‘ The  Bullion  Report  called  forth  clouds  of  hostile  pamphlets, 

‘ which  stoutly  denied  the  fact  of  the  depreciation  of  the  Bank 
‘ Note.  . . . Without  enqtnry,  as  we  have  seen  above,  the  Report 
‘assumes,  that  a depreciation  of  the  currency  would  cause  the 
‘ price  of  all  commodities  to  rise.  The  framers  of  the  Bullion 
‘ Report,  looking  only  at  the  prices  of  com  and  meat,  found  that 
‘ they  had  greatly  risen ; and  they  assume  and  state,  that  the 
‘ prices  of  all  commodities  had  risen 

‘ Now,  there  ivas  no  evidence  adduced  on  that  point.  There  was 
‘ no  general  enquiry  made  into  the  prices  of  all  commodities,’ 
[N.B.  it  would  have  settled  the  question  against  the  Report] 
‘and  Mr.  Hume  and  Mr.  Tooke,  upon  enquiry  into  the  facts  of 
‘ the  case,  have  satisfactorily  proved  that  the  statement  is  wholly 
‘ unfounded.  Mr.  Hume’s  words  are  : “ It  is  a most  extraordinary 
‘ “ thing  that  the  people  of  England  should  have  so  strangely 
‘ “ mystified  themselves  upon  the  subject,  as  to  have  imbibed  a 
‘ “ general  impression  that  all  things  were  dear  during  the  time 
‘ “ that  gold  was  dear ; for  there  never  was  a greater  mistake ; and 

‘‘  Macleod’s  Dictionary,  p.  307.  They  did  this,  because,  as  Mr.  Macleod 
says,  Horner  held  that  corn  -was  the  best  measure  of  value.  From  this 
wretched  absurdity,  which  indicates  a radical  incapacity  of  thinking  on 
economical  questions,  he  concluded  that  because  corn  had  risen,  all  com- 
modities had  risen  too  ! ! Is  it  credible  that  such  folly  can  exist?  Because 
people  want  corn  badly,  must  they  want  all  other  t lings  as  well  ? 
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‘ “ yet  no  man  speaks  ten  sentences  upon  the  currency  question 
‘ “ without  talking  of  the  high  ‘war  prices  ’ as  applicable  to  all 
‘“commodities.”  So  Mr.  Tooke.  “ How  then,”  say  these  ex- 
‘ “ cellent  writers,  “ can  the  Bullion  Report  assert,  that  the  prices 
‘ “ of  all  commodities  had  risen,  in  the  face  of  the  undoubted 
‘ “ fact,  that  an  immensely  large  list  had  oppressively  fallen  ? ” ’ 

Well  indeed  might  they  ask  how.  Let  the  reader  note  well 
the  method  of  the  Bullion  Report.  Just  as,  here,  they  do  not 
hesitate  to  invent  facts  to  suit  their  theory,  without  dreaming 
of  looking  to  see  what  the  facts  were — so,  previously,  they 
assumed  what  was  false  \ — they  see  nothing,  and  are  to  see 
nothing  but  their  theory. 

Moreover,  the  reader  will  perceive,  that  this  evidence  of  fact 
as  to  prices  utterly  annihilates  the  Bullion  Report.  The  theory 
of  the  Report  is  simply  that  the  high  price  of  gold  was  due,  not 
to  special  causes  enhancing  its  value,  but  to  the  depreciation 
of  the  note.  If  this  were  true,  it  must  show  itself,  by  acting  not 
on  this  price  or  that  price,  but  all  prices.  But  facts  prove  that 
this  is  not  the  case  ; ergo,  the  theory  of  the  Report  is  a sophism. 

And  more  instructive  than  anything  is  it  to  notice  the  way 
in  which  Mr.  Macleod,  who  is  too  clear-headed  not  to  see  the 
inevitable  conclusion,  endeavours  to  get  round  and  explain 
away  these  awkward  facts  against  which  the  Report  splits. 
He  says  : — 

‘ The  objection  of  Messrs.  Hume  and  Tooke  to  the  assertion 
‘ of  the  Bullion  Report  is  unanswerable,  and  yet  it  is  not  a con- 
‘ elusive  answer  to  the  principles  of  the  Report.’  Now  mark  his 
reason.  ‘ The  reply  is  obvious  : granting  that  the  nominal  or 
‘ paper  price  of  these  articles  had  fallen,  still,  if  the  currency  had 
‘ not  been  depreciated,  the  price  would  have  fallen  still  lower.’ 

I know  of  no  parallel  to  this  ‘ reply  ’ of  Air.  Alacleod’s  but  the 
well-known  story  of  Galileo.  When  that  eminent  astronomer 
asserted  that  he  had  seen  mountains  on  the  moon,  which  at  that 
time  was  held  to  be  a perfect  sphere,  the  champions  ol  the  old 
spherical  moon  refused  to  admit  his  mountains,  unless  he  would 
allow  them  to  fill  up  the  spaces  between  the  mountains  with 
invisible  crystal,  so  as  to  preserve  the  sphericity  of  the  moon 
unimpaired.  To  which  Galileo  returned,  that  he  thought  their 
idea  excellent,  provided  that  they  would  allow  him  to  erect  upon 
their  new  sphere  new  invisible  crystal  mountains,  to  make  it 
mountainous.  Mr.  Macleod’s  answer,  in  other  words,  like  that 
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of  Galileo’s  antagonists,  is  a mere  quibble,  dragged  in  to  save 
an  untenable  error.  The  theory  of  the  Bullion  Reporters  obliges 
them  to  assert  that  all  prices  have  risen  ; facts  prove  that  they 
have  done  nothing  of  the  kind  Mr.  Macleod  endeavours  to 
force  the  facts  to  suit  the  theory,— how  ? by  erecting  on  those 
prices  which  have  not  risen,  but  fallen,  an  invisible  crystal  rise, 
in  order  to  save  the  sphericity  of  the  moon — the  theory  of  the 
Bullion  Report. 

Mark,  then,  this  Bullion  Report.  It  is  simply  a superstructure 
of  theory  all  based  upon  two  assumptions  ; two  assumptions 
directly  in  contradiction  to  well-known  and  undeniable  facts. 
I.  That  gold  was  then  the  standard — which  it  was  not.  2.  That 
all  prices  had  risen — which  they  had  not.  The  whole  Report 
accordingly  falls  to  the  ground.  The  truth  is  that  its  partisans 
wanted  to  make  gold  the  standard,  and  cut  their  theory 
accordingly. 

And  the  astonishing  logical  method  of  the  Bullion  Reporters 
will  appear  in  its  true  light,  if  we  summarise  their  argument. 

The  original  thesis  of  the  Reporters  is  this  : That  an  Excessive 
Currency  causes  a General  Rise  in  Prices,  a Rise  in  the  value  of 
Gold,  and  a Fall  m the  Exchanges. 

The  next  thing  is  the  important  question — is  this  applicable 
to  the  case  in  point  ? Is  the  currency  excessive,  in  this 
particular  time  and  place?  Yes,  say  the  Bullionists.  Why? 
Because  all  prices  have  risen,  gold  has  risen,  and  the  exchanges 
fallen. 

Wonderful  reasoning  this,  forsooth  ! reasoning  which  might 
make  the  veriest  tyro  in  logic  shudder.  The  Bullionists  say. 
If  A is,  B is.  But  B is.  Therefore  A is. 

But  not  only  is  their  logic  at  fault — but  their  facts.  For 
B was  not — therefore  A could  not  be  : prices  had  not  risen, 
therefore  that  cause,  which  they  maintain  would  make  them 
rise,  can  not  possibly  be  acting.  The  cause  could  not  be  in  the 
depreciation  of  the  currency.  The  high  price  of  bullion,  instead 
of  proving,  as  Ricardo  and  his  school  all  asserted,  that  the  notes 
were  depreciated,  is  due  to  special,  simple,  and  sufficient  causes  : 
in  other  words,  it  was  not  the  note  which  had  fallen,  but  the 
gold  which  had  risen.  Being  at  the  time  not  the  standard,  but 
a commodity  among  commodities,  its  value  naturally  rose  or  fell 
according  to  the  variations  in  the  demand  for  it. 


Such  is  this  famous  Bullion  Report,  extolled  for  nearly 
a century  as  a financial  masterpiece,  from  which  our  monetary 
system  dates. 

Orthodox  Political  Economy  has  always  seemed  to  me  to  be 
an  unanswerable  argument  in  favour  of  a Providence.  For  the 
continuous  existence  of  the  world,  with  such  guides  as  it  has 
had  during  this  century,  is,  properly  considered,  little  short 
of  a miracle.  The  Emperor  Frederic  II.  is  recorded  to  have 
said,  that  if  he  wished  to  scourge  a province,  he  would  send 
it  a batch  of  philosophers.  A batch  of  orthodox  economists 
would  have  done  the  business  better  still. 


APPENDIX. 

On  the  way  in  which  Paper  Money  tvas  made  current  and 
public  confidence  in  it  established,  in  1 797. 

It  is  of  such  transcendent  importance  in  this  matter  to  under- 
stand that  the  paper  money  was  the  standard  during  the  period 
in  question,  that  I append  here  copies  of  three  statements 
published  in  1797  : showing  how  the  currency  of  paper  was 
established. 

I.  “At  the  Council  Chamber,  Whitehall,  the  28th  of 
February,  1797.  Present — the  Lords  of  His  Majesty’s 
most  Honourable  Privy  Council.  We,  whose  names  are 
hereunto  subscribed,  being  desirous  to  contribute,  as  far  as 
we  can,  to  the  support  of  the  public  and  commercial  credit 
of  this  Kingdom,  at  this  important  crisis,  do  hereby  agree 
and  bind  ourselves  to  receive  the  Notes  of  the  Bank  of  England 
in  all  payments  as  Money,  and  to  support  as  far  as  depends 
on  us  individually,  their  circulation. 


J,  CantuaP, 

Macclesfield, 

St.  Helenas, 

Loughborough,  C., 

Drummond  Hay,  Kinnoul, 

Henry  Addington, 

Chatham,  P., 

Spencer, 

W.  Pitt, 

Dorset, 

Liverpool, 

Henry  Dundas, 

Leeds, 

Mornington, 

Cha.  Townshend, 

Montrose, 

Gower  Sutherland, 

C F.  Greville,  V.C 

Roxburgh, 

Sydney, 

J.  C.  Villiers, 

Portland, 

Grenville, 

James  Greville, 

Townshend, 

Onslow  and  Cranley, 

R.  P.  Arden, 

Cornwallis, 

Walsingham, 

Wm.  Wynne, 

Bute, 

Kenyon, 

Thomas  Steele, 

Pembroke, 

Malmesbury, 

A.  Macdonald, 

Westmoreland, 

Auckland, 

S.  Douglas, 

Chesterfield, 

Sandwich, 

W.  Windham. 

II.  “ Surrey.  At  the  General  Quarter  Session  of  the  Peace 
of  our  Sovereign  Lord  the  King,  holden  at  Saint  Mary, 
Newington,  by  adjournment,  in  and  for  the  said  County, 
on  Thursday,  the  2nd  day  of  March,  1797. — We  whose 
names  are  hereunto  subscribed,  being  desirous  to  contri- 
bute, as  far  as  we  can,  to  the  suppoit  of  the  public  and 
commercial  credit  of  the  kingdom,  at  this  important  crisis, 
do  hereby  agree  and  bind  ourselves  to  receive  the  Notes  of  the 
Bank  of  Erigland  in  all  payments  as  Money,  and  to  support, 
as  far  as  depends  on  us  individually,  their  circulation  for  the 
public  benefit. 
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Grantley, 

Onslow  and  Cranley, 

John  Frederick, 

Joseph  Shaw, 

Thomas  Evance, 

Rd.  Carpenter  Smith, 
GeorgeGriffinStonestreet, 
James  Bulcock, 

William  Hill, 

Robert  Burnett, 


Gideon  Fournier, 
Benjamin  Robertson, 
Jonathan  Stonard, 
James  Fielding, 
Edward  Layton, 
John  Morgan, 

Peter  Broadley, 

M.  Nolan, 

George  Shepley, 
Thomas  Barrow, 


Francis  Lawson, 
John  Jos.  Shermer, 
Robert  Forrest, 
John  Pardon, 
Edward  Morris, 
Vitruvius  Lawes, 
Samuel  Marryott, 
W.  D.  Best, 
Arthur  Onslow. 


Ordered,  That  the  Clerk  of  the  Peace  do  cause  the  above 
to  be  forthwith  advertised  in  the  Morning  Papers.  By  the 
Court.  Lawson. 

III.  “Mansion  House,  London.  February  27,  1797.  At 
a meeting  of  Merchants,  Bankers,  &c.,  held  here  this  day, 
to  consider  of  the  steps  which  it  may  be  proper  to  take,  to 
prevent  Embarrassments  to  Public  Credit,  from  the  effects 
of  any  ill-founded  or  exaggerated  Alarms,  and  to  support 
it  with  the  utmost  exertions  at  the  present  important  con- 
juncture.— The  Lord  Mayor  in  the  Chair — Resolved  unani- 
mously, That  we,  the  undersigned,  being  highly  sensible 
how  necessary  the  preservation  of  Public  Credit  is  at  this 
time,  do  most  readily  hereby  declare,  that  we  will  not  refuse 
to  receive  Bank  Notes  in  payment  of  any  sum  of  money  to  he 
paid  to  us,  and  we  will  use  our  utmost  endeavours  to  make  all 
our  payments  in  the  same. — Brook.  W'^atson. 

The  resolution  lies  for  signing  at  the  following  places 
London  Tavern,  Bishopsgate  Street ; Crown  and  Anchor 
Tavern,  Strand';  St.  Alban’s  Tavern,  St.  Alban’s  Street  ; 
Three  Crown  Coffee  House,  in  Three  Crown  Court, 

Borough  ; and  at  Lloyd’s  Coffee  House.” 

And  it  is  in  the  face  of  facts  like  these,  that  the  Bullion 
Reporters  dared  to  assume  and  assert,  that  gold  was  the  stand- 
ard, during  the  war!  The  truth  is,  that  in  1797,  men  could 
patriotically  postpone  their  love  of  gold  to  the  interests  of  their 
country  : since  then,  we  have  substituted  Ricardo  for  Pitt  : 
instead  of  the  statesman,  we  have  ‘ an  economic  genius  of  the 
highest  orderl 
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